Agenda Iltem- 4.A.1
Resolution No. 16SM006-03

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Aprovea Time Extension for the
Initial Term of the Regulatory Agreemeht

California Safe Soil, LLC
Application No. 16-SM006

Tuesday, January 18, 2022

Prepared ByXee MouaProgram Analyst

SUMMARY

Applicant i California Safe Soil, LLC
Location i1 McClellan, Sacrament@ounty
Industry T Soil Amendment Manufacturing

Projecti Construction of a New Organics Recycling and 8oilendment Manufacturing
(Advanced Manufacturing)

Total Amount Qualified Property Approved z $3,750,000
Estimated Salesand UseTax Exclusion Amountat Approval?i $315,750
Amount of Time Requested
1 Oneyear, untilJanuary 19, 2023or thelnitial Term of the Regulatory Agreement
(sevenyears from the date of initial CAEATFA Board approval)

Staff Recommendationi Approval

IAlI'l capitalized terms not defined in this document are
statutes and regulations.

2This amount is calculated based on the average statewide sales tax rate at thiiimeapproval, which was

8.42%.
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REQUEST

OnJanuary 19, 2016he CAEATFA Board approvedasakesid use tax excl usi
California Safe Soil, LLGt he A Appl i cant o) f3¥50,0@0h@ualiiedr c has
Property tdbuild a commerciascale organics recycling and soil amendment manufacturing
facilty (t he AProj ecnty)AgiMdaemd&krtgu( @Agr eement 0) i
Applicant with three years from the date of Board Approval to utilize its STE award.

OnDecember 18, 2018he CAEATFA Board approved the Applicant fothaeeyearextension
of the initial term of he Agreement from its originéérminationdate ofJanuary 19, 201%o
accommodateroject timeline delaysesulting from aslow market uptake

As of November 202]1the Applicanthas used the STE to purch&6223,0040f Qualified
Property $9% of the total Qualified Propergmountapproved) anttasplaced the initial
equipment irserviceas ofJuly 2016 The Applicantis requesting to extend the Agreement initial
term byanadditionaloneyearto accommodatthe effects ofthe coronavius pandemic, which
has slovedtheA p p | i gramhtar@ ®arning®r the Project

The initial term of the Agreement can be extended by the Board upon a finding that an extension
is in the public interest and advances the purposes of thé &gEant*

According tothe Applicantjts operatios slowedsignificantly after the outbreak of the
coronavirus. In addition tneeding to spentime implementing strict protocols to adheranaw
health and safety regulatigritie Applicant states itsales were impacted becautsecustomers,
which are primarilyagricultural busineses faced a disruption within the foeslipply chainThe
Applicant explains that withestaurantsrad hospliality businesses impactéy stayat-home

orders, there was a lower demand for agricultpratlucts Furthermore, the Applicant also

faced a labor shortage and has had to increase work hours for its existing employees and pay
overtime.

To compensate faheloss of its soil amendment saléise Applicant shiftedts focusto
producinganimal feedwhichwas a nominal portion of the Project. According to the Applicant,

it plansto morethandoublethe original production of animal feed asthe pace fiy el | ow
greaseo, an i n ganimmallproduttthas insreasksignificanttyal keeApplicant
states irecentlyapplied for a license to sell pet food ingredseas its production ratio is
currentlyregulated by the California Deparmmt of Public Health

According to theApplicant, ithas hired a global engineering and construction Wwith the goal
of ramping up produain within the next year tget the Project baabn courseAdditionally,
the Applicant hasired a municipal financiadvisor and underwriteand is woking with the
California Municipal Finance Authority as its issder bondfinancing to supporturrent and
upcomingbusinesgplans.

3 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(A)
4 California Code of Regulations Title 4, Division 13, Section 10035(b)(1)(B)
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THE APPLICANT

The Applicant $ a Delawardéimited liability company established for the purpose of converting

unsdd organics from supermarkets irgoil amendmerénd animal feedThe Applicant

operated a pilot planhiWest Sacramento from 2013 to 20&&rvinglocal grocery chains such
asSafeway, Nugget, Whole Foods, Save Mamnid Grocery OutlefThe Applicanthas since

added Sacrament obds Gol de nThe Applicanteas alsa gartneredr e c y c |
with scientists at UC Davis to study the efficacy angironmental benefits of ifgrocess and

product.

The major shareholders (10.0% or greater)| The corporate officers @he Applicantare:
the Applicantare:

Daniel Morash(13.68%) Daniel Morash, CEO
REDFi OR, Inc. (12.2%) Mark LeJeune, COO
Mikael and Beth Salovaara (20.4%) Mark Bauer, CMO

Steve Zicari, CTO

THE PROJECT

The Applicant habuilt acommercialscaleorganics recycling and soil amendment
manufacturing facilityn an 80,000 square foot warehous®lcClelan, California
Construction at the facility will be completed in two phases, thighgoal oframpingup its
production capacity to 3.2 million gallons of soil amendment peratethie end of phase two

The Applicant 6s baoledimersasdfoadoingrticipating grocene s

chains before it starts to rot or ferment. The Applicant states that this is different from all other
methods of food waste recycling, where food is allowed to become putrescent in the process. By
using special insulated totesdmdi ggi es t o keep f oodfaslitestae f r es h
be permitted in urban area$pser to the waste sources. This advantage eliminates the need for

long distance hairg to a landfill or composting sitevhich in turn savemoneyand reduces

GHG emissions.

Once at the Applicantdés facility, uUseheatt wast e
mechanical action, and enzymes to convert fatala liquid soil amendmentith a small

particle size (approximately 26 microns) in only thineurs.The Applicantmaintains that this

new technologyaves time and energy relative to composting food wakteApplicant also

notes that, because food waste is fresh, the resulting fertilizer, called Harvest to Harvest
(AH2HO) , i s litpthan iadugtry stahdard. The Applicdmats been working with

scientists at UC Davis anile UC Coop Extension offices tiemonstratéhat H2H can increase

crop yieldscutthe use of nitrate fertilizeand increase watefficiency.Additionally, becaus

of the manufacturing process, the Applicant represents that thereddct is pathogen free,

which is not the case for composted soil amendments.
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AGREEMENT INITIAL TERM EXTENSION REQUEST

The Applicanthas requested that the initial term of the Agreetibe extended from
Januaryl9, 2022 to January 19, 2023n order to accommodatielayed Projeagrowth and
earninggesulting from the coronavirus pandemic

Staff Evaluation

In making its recommendation, Staff took into consideratheadverseeffectcaused by the
coronavirus pandemievhich not only impactett h e A p pridustey &ut tmamysother
industries that are essential to Pmject Staff also considereithe extendetime necessarto
implementhealthand safetyrotocols athh e A p p ffacility doremsdresa safe work
environmenfor its employeesand theA p p | i ¢ a ntb @dapt ta graddction changasd
needdn the interim.Additionally, the Applicant has partnered with an engineering and
corstruction firm, a financial advisor and underwriter, and a bond issuer to hejydjext to
move into its firml stages within the next year and to work through future expansion plans.

Based on this information, Staff believes extendingrhi&l term ofthe Agreement will allow
for the Project to be completed, angtiereforgin the public interest and advances the purpose
of theSTE Program

LEGAL QUESTIONNAIRE

Staff reviewed thé\p p | | ceaporisés $0 the questions contained in the Legal $tatiisn of
theApplication. The responses did not disclose any information that raises questions concerning
the financial viability or legal integrity dhis Applicant

CAEATFA FEES

In accordance witSTE ProgranRegulations,the Applicant has paid an additional fee of
$2,000becaise extending the initial term qualifiesas modi f i cati on t o t he Ap
Agreement.

RECOMMENDATION

Staff recommendthat the Board approwbe Applicandb s r equest t o exheend t h
Agreement byne yeato January 19, 2023s it is in the public interest and advasite
purposs of theSTE Program

Attachments
Attachment A: California Safe Soil, LL6 s | et t er r Bayembey 172031 wai ver
Attachment B: California Safe Soil, LL6 s st aff summary at the ti me

5 California Code of Regulations Title 4, Division 13, Section 10036(c)(1)(B)
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RESOLUTION APPROVING A TIME EXTENSION FOR
CALI FORNI A SAFE ISIOALOERMIFORE 6 S
THE REGULATORY AGREEMENT

January 18, 2022

WHEREAS, onJanuary 19, 2016he California Alternative Energy and Advanced
Transportation Financing Authority (the AA
California, approved a Sal es $3[780000i Qualifieds i o n
Property forCalifornia Safe Soil, LLC( t he AApplicantoo); and

WHEREAS, within thre€3) years ofapproval by the Authority, the Applicant must
make allQualified Property purchaséSTE Programegulations Section 10035(b)(B)); and

WHEREAS, upon a finding that it is ihé public interest and advances the purposes of
the Program the Authority may waive the requirement that all purchases of Qualified Property
be made within thre€) years of Application approvaS{TE Programegulations Section
10035(b)(1)B)); and

WHEREAS, the Applicanpreviouslyhad requested a waiver of the requirement to
purchase all of the Qualified Property within th(8eyears due to unexpected delays in the
Project timeline, extending the term thyee(3) yearsto January 19, 2022nd

WHEREAS, the Applicant has requested a waiver of the requirement to purchase all of
the Qualified Propertipy January 19, 2022lue to unexpected delays in the Project timeline,
extending the term bgne(1) yearto January 19, 202&nd

WHEREAS,grantingthe waiver will allow the Project to proceed and the state to receive
the anticipated environmental and economic benefits that justified the initial approval of the
Project in accordance with the law, thereby advancing both the public interest and dsepurp
of the Program

NOW, THEREFOREBE IT RESOLVED by the California Alternative Energy and
Advanced Transportation Financing Authority, as follows:

Section 1 The Authority finds that it is in the public interest and advances the purposes
of theProgramto extend thé p p | i inigahtérnd of theRegulatoryAgreement to
Januaryl9, 2023

Section 2 This resolution shall take effect immediately upon its passage.
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Attachment A: California Safe Soil, LLC6 s Lett er Re gNoeember17,02Wai v er

California Safe Soil, LLC
4700 Lang Avenue, Bay C
McClellan, CA 95652

o o

Wednesday, November 17, 2021

Ms. Stephani Wilde

STE Analyst

CAEATFA

915 Capital Mall Room 538
Sacramento, CA 95814

Re.: _ Request for Time Extension
Dear Ms. Wilde,

This letter requests a one year time extension for CSS to complete the use of its CAEATFA award #16-MS006,
The total award was $3,750,000. As of June 30, 2021, we had spent $2,185,832.96 on qualified equipment. As
of today, we have spent $2,223,003.99 on qualified equipment. That leaves an unused amount of
$1,526,996.01, for which we are requesting a one year extension.

CSS recovers food from supermarkets that is no longer offered for sale or donation and, using its enzymatic
digestion technology, converts the food into fertilizer, feed and pet food ingredients. In 2017, we won the
Governor’s Environmental and Economic Leadership Award from then-governor Jerry Brown, We have been
planning a major expansion of our facility in McClellan, CA, from 5,000 tons/year to 30,000 tons/year of
capacity. We have had several delays, including due to Covid. We now plan to start this expansion by next
summer. Equipment for this project will substantially exceed the remaining balance.

A check for $2,000.00 is attached, as required. Thank you in advance for your consideration to accommodate
CSS with this extension.
Sincerely,

¢ .

M{W/
Daniel Morash
CEO

California Safe Soil, LLC | www.calsafesoil.com
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Attachment B: California Safe Soil, LLC6 s St aff Summary at the Ti

Agenda Item — 4.A.5
Resolution No. 16-SM006
Application No. 16-SM006

CALIFORNIA ALTERNATIVE ENERGY AND
ADVANCED TRANSPORTATION FINANCING AUTHORITY

Request to Approve Project for Sales and Use Tax Exclusion (STE)

California Safe Soil, LL.C
Application No. 16-SM006

Tuesday, January 19, 2016

Prepared By: James Shimp, Analyst

SUMMARY

Applicant — California Safe Soil, LLC
Location — McClellan, Sacramento County
Industry — Soil Amendment Manufacturing

Project — Construction of a New Organics Recycling and Soil Amendment Manufacturing
Facility (Advanced Manufacturing)

Value of Qualified Property — $3,750,000
Estimated Sales and Use Tax Exclusion Amount’ — $3 15,750
Application Score —

Fiscal Benefits Points: 5,143

Environmental Benefits Points: 120
Net Benefits Score: 5,263

Additional Benefits Points: 150
Total Score: 5,413

Staff Recommendation — Approval

! All capitalized terms not defined in this document are defined in the Program’s statute and regulations.
% This amount is calculated based on the average statewide sales tax rate of 8.42%.
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Agenda Item — 4.A.5
Resolution No. 16-SM006
Application No. 16-SM006

California Safe Soil, LLC (“CSS” or the “Applicant”) is a Delaware Limited Liability Company
established for the purpose of converting unsold organics from supermarkets into soil
amendment. The Applicant has operated a pilot plant in West Sacramento for the past three
years, serving local grocery chains such as Safeway, Nugget, Whole Foods, Save Mart, and
Grocery Outlet. CSS has also partnered with scientists at UC Davis to study the efficacy and
environmental benefits of their process and product.

The major shareholders (10.0% or greater) of
California Safe Soil, LLC are:

Dan Morash
Mikael Salovaara
REDF-OR, Inc.

The corporate officers of California Safe Soil,
LLC are:

Dan Morash, Managing Member
Emily McNamara, Marketing Associate
John Erke, Director, Supermarkets

George Eowan, Director, Regulatory
Relations

Dr. Miguel Duarte, Chief Agronomist

David Yurosek, Farm Salesperson

Troy Miller, Farm Salesperson

Miriam Robles, Office Manager

Mark Bauer, Director of Business
Development

Mark LeJeune, Chief Operating Officer

THE PROJECT

California Safe Soil, LLC is planning to build a commercial scale organics recycling and soil
amendment manufacturing facility in an 80,000 square foot warehouse in McClellan, California
(the “Project”). Construction at the facility will be completed in three phases, with Phases I and
II beginning immediately and ramping production capacity to 3.2 million gallons of soil
amendment per year. Phase III will expand capacity at the facility to meet industry demand. The
Applicant believes that Phase III will break ground within three years. However, due to its
reliance on market factors, Phase III equipment will be the subject of a separate application.

The Applicant’s business model involves collecting unsold food from participating grocery
chains before it starts to rot or ferment. CSS represents that this is different from all other
methods of food waste recycling, where food is allowed to become putrescent in the process. By
using special insulated totes and buggies to keep food waste fresh, CSS facilities can be
permitted in urban areas, closer to the waste sources. This advantage eliminates the need for long
distance hauling to a landfill or composting site, which in turn saves money and reduces GHG
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